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Review of South African Economy 


The Governor of the South African Reserve Bank, 
addressing the annual meeting of the Bank, pointed out 
that the past year was a period of unprecedented economic 
activity in spite of the operation of some disturbing fac- 
tors. A large part of the increase was due to the expansion 
of output of secondary industries: the productive capacity 
of many existing enterprises was increased and a large 
number of new factories were brought into operation, 
many of them being subsidiaries or affiliates of overseas 
concerns. Several projects for the manufacture of finished 
goods, wholly or mainly from domestic materials, and for 
the processing of domestic materials for use in industries 
which were formerly dependent on imported semi-finished 
materials, also reached the production stage. 

Although gold output remained approximately the 
same as in the two previous years, considerable progress 
was made in developing new gold fields in the Orange 
Free State and new mines in the Western Transvaal. The 
output of diamonds, platinum, and base minerals ex- 
panded. Also, agricultural and pastoral production in- 
creased substantially as a result of relatively favorable 
weather conditions and higher prices. 

The general expansion of activity created some difficult 
problems, however. The manpower problem has become 
more acute, but the Government is taking steps to speed 
up immigration and the local training of artisans, and 
to promote the adoption of wage incentive schemes. 
Difficulties are being encountered in power and transport 
during periods of peak loads; and if the scarcity of 
certain essential materials and delays in the delivery of 
capital equipment from abroad continue for some time, 
activity in several fields will be disrupted. 

The most disquieting feature of the economic situation, 
however, has been the continued increase in inflationary 
pressure and consequent further increases in prices and 
costs. The Union cannot stop this trend effectively until 
its principal suppliers do so. Fortunately, there is now 
an encouraging prospect of the inflationary process being 
stopped at the primary source, the United States, where 
more drastic anti-inflationary measures have been brought 






Inter-American Economic and Social Council Meeting 

The Second Extraordinary Meeting of the Inter-Ameri- 
can Economic and Social Council began on August 20 
in Panama. The topics to be considered include prices 
and monetary reserves, raw materials and scarce products, 
transportation, technical cooperation, social cooperation, 





into operation. This prospect has made it all the more 

necessary for the Union to follow more or less similar 

disinflationary monetary and fiscal policies, in order to 
prepare the economy for a consequent possible turn in 
the tide abroad. 

The reduction by £74 million of the deficit in the 
balance of trade was brought about by an increase of £65 
million in exports other than gold and a fall in imports 
of £9 million; imports from the United Kingdom fell 
by £5 million and from the United States, Canada, Bel- 
gium, and Switzerland by £46 million, while imports 
from other countries rose by £42 million—one half of 
the increase resulting from the revival of trade with 
Germany, Japan, and Italy. The total net capital inflow 
of £78 million exceeded all official expectations. Gold 
and foreign exchange holdings, which were £166 million 
at the end of 1950, rose to £172 million on March 31, 
1951, but then declined to about £150 million on July 20; 
this was due not only to the seasonal decline in exports 
and to half-yearly dividend remittances but also to the 
increased scale of imports. 

In assessing the adequacy of these reserves to meet 
requirements during the next two years, the Governor 
drew attention to three factors: the Union’s deteriorating 
terms of trade; the possible contraction of capital inflow 
due to the world’s capital shortage; and the reduced 
purchasing power of money. He concluded that it was 
desirable to retain the existing import control machinery 
for the time being. 

In the last year, the Reserve Bank purchased nearly 
£95 million worth of gold from Union producers at fixed 
prices; the remainder of their output was sold by pro- 
ducers at a premium, realizing about £51.5 million. The 
net premium amounted to about £3.6 million—an average 
of 71% per cent over the official price. The bulk of the 
premium sales were made for U.S. dollars. 

Sources: The Times, July 26, 1951, and The Financial 
Times, July 26, 1951, London, England; Union 
of South Africa Government Information Office, 
South Africa Reports, New York, N.Y., August 
9, 1951. 


and review of the Council’s work program for 1951-52. 

In respect to the first point, three documents will be 
discussed: Inflation and Anti-Inflationary Policies of the 
American States, a general report dealing with the in- 
flationary experience of the American Republics during 
World War II and the postwar years, with special em- 
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phasis on the underlying causes, the control measures 
adopted, and their results; Price Control in Argentina, 
Mexico, the United States, and Brazil, a series of docu- 
ments describing and appraising the price control regula- 
tions of the countries; and Report and Recommendations 
Submitted to the Governments of the American States 
by the Ad Hoc Committee of Technical Experts from 
Central Banks, Treasuries, and Fiscal Agencies, a report 
and recommendations concerning the maintenance of the 
purchasing power of money and monetary reserves (see 
this News Survey, Vol. IV, p. 41). 

Reports and documents have also been prepared in con- 
nection with the other topics on the agenda, which in 
general relate to resolutions on these matters adopted by 
the Fourth Meeting of Consultation of the Foreign Min- 
isters of the American Republics. A specific point in 
the tentative Work Plan of the Council for 1951-52 refers 
to the study of balance of payments trends and terms 
of trade of the American States, in collaboration with 
the appropriate international institutions. 


Conservation of Metals in Short Supply 


The report of the Joint Subcommittee of metallurgical 
experts from nine countries, which was appointed in 
connection with the International Materials Conference 
to examine measures for effecting the highest degree of 
economy in the use of manganese, nickel, cobalt, tungsten, 
and molybdenum, was submitted on August 17. The 
report states that by 1954 the production of nickel is 
expected to be increased by 30 per cent, and that the 
availability of manganese could be supplemented by 
extending the use of low grade ores. For the immediate 
future, however, the supply of nickel, cobalt, tungsten, 
and molybdenum will not be sufficient to meet the stated 
demand. 

The Subcommittee does not take the view that, under 
present conditions, the consumption of the five elements 
under consideration is to any great extent frivolous or 
nonessential. Special attention is drawn, however, to the 
possibility of increasing effective availability by means 
of improved scrap salvage, and of the importance of 
economy measures that have already been applied in 
some countries, but not in all. 

Source: International Materials Conference, Press Re- 


lease, Washington, D. C., August 17, 1951. 


The Wool Market 


World wool production may reach 2,350 million pounds 
(clean) in 1951-52 and consumption “on a normal basis” 
is expected to be about 2,250 million pounds or roughly 
equal to last year’s production. At sales in New Zealand 
on August 15, prices fell by 30-35 per cent—in some 
cases back to their May 1950 levels. About 30 per cent 
of the offerings were withdrawn. Australian wool prices 
at the close of the last season were about 60 per cent 
below the peak levels recorded in March but were still 
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slightly higher than those of the previous season. The 

new selling season opens on August 27. 

Sources: National Bank of Australasia, Monthly Sum- 
mary of Australian Conditions, Melbourne, 
Australia, July 11, 1951; The Financial Times, 
August 14, 1951, and The Economist, August 
18, 1951, London, England. 


The Torquay Protocol 


The Governments of Norway and Finland signed the 
Torquay Protocol at the UN Headquarters in July. The 
number of Governments that have now signed the protocol 
is 16. 

Source: Contracting Parties to GATT, International 
Trade News Bulletin, Geneva, Switzerland, July 
1951. 


Europe 


U.K. Trade 


The visible trade deficit of the United Kingdom fell 
to £127 million in July, almost entirely because of in- 
creased exports. Imports (c.i.f.) were valued at £359 
million, domestic exports (f.o.b.) at £222 million, and 
re-exports at nearly £10 million. Total exports were 
thus £232 million—a figure that may be compared with 
the Chancellor of the Exchequer’s estimate of £1,600 
million (or a monthly average of £267 million) worth of 
exports required in the second half of the year if a balance 
on current account is to be achieved. 

Sources: The Economist, August 4, 1951, and The Times, 
August 15, 1951, London, England. 


U.K. Timber Imports from U.S.S.R. 


A trade agreement was signed on July 11 by the United 
Kingdom and the Soviet Union for the import of 128,664 
standards of Russian softwood. Under the agreement, 
the United Kingdom has an option, valid until September 
1, on an additional 64,000 standards. 

Source: Records and Statistics, Supplement to The 
Economist, London, England, August 18, 1951. 


Small Savings Policy in United Kingdom 

The present limit in the United Kingdom of £2,500 
on holdings of Defense Bonds will be raised to £3,500 
on October 1. Subject to Parliamentary sanction, the 
limit of £2,000 for Post Office Savings and Trustee 
Savings Banks will be raised to £3,000. It is hoped 
that these concessions will be a stimulus to the new 
savings campaign which is to be launched throughout the 
country in October. 

Since the raising of rates of interest on certificates 
and Savings Bonds to 3 per cent in February, sales of 
certificates and bonds have totaled £150 million, or 
three times the amount in the same period last year. 


Source: The Times, London, England, August 10, 1951. 
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July Trade Returns of France 


July trade returns confirm the trend toward the gradual 
deterioration of French trade with foreign countries (see 
this News Survey, Vol. III, p. 391). The deficit in trade 
with those countries reached the equivalent of US$119.1 
million, against a monthly average deficit of US$28 
million in the first quarter of the year and of US$81 
million in the second quarter. Exports in July amounted 
to US$212.6 million—still a large figure although slightly 
below those of previous months. Imports were US$331.7 
million, about the same value as in June. The decline 
in raw-material prices which took place in February- 
March 1951 has not yet been reflected in the import 
figures to any great extent. So far the deterioration of 
the terms of trade—and not an excessive volume of im- 
ports or an inadequate level of exports—has been re- 
sponsible for the decline in the trade balance. 

Trade with the Overseas Territories showed a surplus 
of US$46 million, which was roughly the same as in 
the preceding nine months. Exports were US$120 million 
and imports were US$74 million. 


Source: Le Monde, Paris, France, August 15, 1951. 


Netherlands EPU Deficit in July 


The Netherlands deficit with EPU, which had been 
15.5 million units in June, amounted to 26.3 million 
units in July. In the first half of 1951, the deficit had 
averaged 27.2 million units a month. Though the Nether- 
lands has already reached the fourth EPU tranche in 
which 60 per cent of the deficit has to be paid in gold 
or U.S. dollars, only 9.8 million of the July deficit was 
paid in dollars; the remainder was covered by an increase 
in the EPU credit to the Netherlands, following the recent 
increase of the Netherlands quota from 330 million units 
to 355 million (see this News Survey, Vol. IV, p. 50). 

At the end of July the total cumulative deficit of the 
Netherlands with EPU for the thirteen months since the 
beginning of EPU operations. amounted to 297.3 million 
units. Of this total 75.2 million had been paid in U.S. 
dollars, 192.1 million had been received as a credit from 
EPU, and 30 million as initial aid. 

Source: Het Financieele Dagblad, Amsterdam, Nether- 
lands, August 14, 1951. 


Norway’s Balance of Payments 


Norway’s Central Bureau of Statistics estimates the 
balance of payments deficit on goods and services for 
the first half of 1951 at NKr 90 million (US$12.6 mil- 
lion), compared with NKr 685 million (US$96 million) 
in the same period last year. The improvement was due 
mainly to the merchant marine; the net foreign exchange 
contribution of shipping rose from NKr 14 million in 
the first half of 1950 to NKr 575 million this year, as 
freight earnings expanded by 65 per cent, imports of 
ships fell, and exports of ships increased. 
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When shipping is excluded, the goods and services 
accounts improved slightly, mainly as a result of a decline 
in the trade deficit; the deficit on net services was larger 
than last year. Imports (c.i.f.), excluding ships, rose 
by NKr 554 million or 27 per cent; exports (f.o.b.), 
excluding ships but including whale oil delivered directly 
from the catching fields, increased by NKr 631 million 
or 46 per cent. 

A rough estimate indicates that two thirds of the im- 
provement in the balance of trade was due to better terms 
of trade and one third to greater volume. 


Source: Norges Handels og Sj¢fartstidende, Oslo, Nor- 
way, August 9, 1951. 


ECA Aid to Sweden and Portugal 


Sweden and Portugal, like the United Kingdom and 
Ireland, are European nations for which ERP aid is no 
longer necessary. In making the announcement, the 
ECA Administrator stated that the European Payments 
Union was an important factor in improving the eco- 
nomic conditions of these two countries. Total ECA aid 
since the beginning of the program has amounted to 
$50.5 million for Portugal and $118.5 million for Sweden. 

Both Sweden and Portugal will continue to participate 
in the ECA technical assistance program. Portugal, as 
a member of the North Atlantic Treaty Organization, 
will continue to participate in the Mutual Defense Assist- 
ance Program, and will also receive aid for projects in 
overseas territories. 

Source: The Journal of Commerce, New York, N. Y., 
August 1, 1951. 


Greek External Accounts 


The Greek Minister of Finance, when submitting the 
1951-52 budget to Parliament on July 16 (see this News 
Survey, Vol. IV, p. 52), stated that the balance of pay- 
ments plan for the fiscal year 1951-52 is based on the 
assumption that foreign aid received in 1951-52 will 
equal that of the past year (around US$250 million, 
including military assistance under the European De- 
fense Program). He pointed out that foreign assistance 
of this amount is the minimum needed under present 
conditions. 

Proceeds from exports during 1951-52 are estimated 
at the equivalent of US$110 million, compared with 
actual proceeds of US$92 million in 1950-51. Since 
prices of Greek exportable commodities are still not 
competitive in world markets, the Government has decided 
to continue export subsidies and to permit, though on 
a limited scale, exports through private barter. To en- 
courage exports of industrial goods, the Government 
recently enacted a law providing that exporters of in- 
dustrial commodities are to be reimbursed for customs 
duties and other charges paid on imports of raw mate- 
rials used for the manufacture of exported industrial 
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goods. Invisible receipts during 1951-52 are set at the 
equivalent of US$66 million, or US$11 million above 
actual receipts in the past year, mainly because of 
expected higher receipts from shipping. 

Although visible and invisible receipts in 1951-52 are 
expected to be US$29 million higher than in 1950-51, 
the balance of payments deficit is expected to decline 
by only US$8.6 million, from US$300.2 million to 
US$291.6 million, since the value of imports will increase 
because of higher world prices. Consumers’ goods im- 
ports are expected to be US$279.4 million, against actual 
imports of US$258.9 million in 1950-51; capital goods 
imports are set at US$84 million, against US$76.9 million 
in 1950-51. Invisible payments for 1951-52 are estimated 
at US$43.7 million or close to the 1950-51 figure of 
US$43.3 million. The 1951-52 estimate includes the 
equivalent of US$4.82 million for the servicing of certain 
debts concluded since the end of World War II and 
which have contributed substantially to the improvement 
in the country’s economic conditions. Debts scheduled 
to be serviced cover the £10 million credit that Britain 
extended in 1946 for stabilization of the Greek currency 
(see this News Survey, Vol. IV, p. 10), and Surplus 
Property and Export-Import Bank credits totaling around 
US$55 million. Resumption of the servicing of Greek 
prewar debts is dependent not only upon Greece’s good- 
will but also upon the solution of certain broader prob- 
lems. The Government is considering the adoption of 
measures that will help restore confidence within the 
country and re-establish the country’s position as a bor- 
rower on the world capital market. 


Source: To Vima, Athens, Greece, July 17, 1951. 


German Credit Policy 


The latest monthly report of the Bank Deutscher 
Lander points out that, despite the restrictive credit 
policy of the central banking system (see this News 
Survey, Vol. IV, p. 11), the money supply in Western 
Germany increased by about DM 900 million in June, 
compared with about DM 800 million in May and only 
DM 159 million in April. (The money supply at the 
end of April amounted to DM 15.6 billion.) Sight de- 
posits rose by approximately DM 500 million, 
while cash circulation increased by DM 347 million. 

The main reason for the growth in money supply is 
the continued improvement in Germany’s balance of 
payments through increased exports and the receipt of 
foreign exchange proceeds from previous exports. Con- 
tributing factors are the larger sight deposits of public 
corporations and the growing use of credit by the Fed- 
eral Government. The Bank Deutscher Lander believes 
that the growing liquidity of German banks represents 
a continuing trend which suggests the desirability of a 
cautious credit policy, even though there has been as yet 
no excessive increase in internal demand for goods. In 
the present period, when a significant expansion of total 
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production (and particularly of investment goods) ap- 
pears unlikely because of bottlenecks in the basic indus- 
tries, any excessive increase in total demand for goods 
would again tend to jeopardize the gradual stabilization 
of prices, which in any event is being frequently dis- 
turbed by the cost increases which often cannot be avoided. 
In this situation, the Bank believes, a general relaxa- 
tion of credit restrictions could not be justified. Even 
less justified would be a large-scale use of central bank 
credit for investment purposes, as this would tend to 
jeopardize the precarious internal balance. For this 
reason the Central Bank Council was not in a position 
to provide more than limited funds for the interim finan- 
cing of the most urgent investments in basic industries, 
and that only when short-term repayment was guaranteed 
through interest payments due the Kreditanstalt fiir 
Wiederaufbau (see this News Survey, Vol. IV, p. 52). 
Under present conditions, investments should be financed 
more than ever through new capital formation, whether 
it be voluntary or compulsory. 
Source: Neue Ziircher Zeitung, Ziirich, Switzerland, July 
29, 1951. 


Middle East 


Cotton Price Policy in Egypt 


The Government of Egypt has now abolished the 
minimum prices for transactions in all types of cotton 
from the 1951-52 crop. Previously, minimum prices 
had been abolished for transactions in long staple Karnak 
only (see this News Survey, Vol. IV, p. 44). Hereafter 
prices of cotton from the new crop will be allowed to 
fluctuate by a maximum of 2 per cent daily from the 
preceding day’s closing quotation. For cotton from 
the current crop, minimum prices remain at the levels 
set in March 1951. 


Source: Al Ahram, Cairo, Egypt, August 10, 1951. 


The Israeli Pound 


In the past few weeks the free market rate for the 
Israeli pound has recovered significantly from the low 
levels reached earlier this year. At the end of the first 
quarter, the pound had weakened to about one fourth 
of its official value of $2.80. At present, quotations are 
around 90 cents. The recovery is attributed to the belief 
that Israel’s foreign exchange resources have been 
strengthened by the steps taken recently to raise dollar 
funds. 

Source: The Financial Times, London, England, August 
7, 1951. 


Foreign Capital for Industrial Development in Israel 


The Capital Issues Committee in London has author- 
ized The Palestine Potash Company, Ltd. to raise capital 
to the extent of £1 million. This represents one of the 
few cases during the past few years where the United 
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Kingdom has granted permission for the export of a 
substantial amount of capital outside the sterling area. 
Source: Jsrael Economic Horizons, New York, N. Y., 


July 1951. 


Economic and Financial Policy in Syria 


In its first ministerial declaration to Parliament, the 
new Syrian Government stated that its foremost economic 
duty was the protection of national production, both in 
agriculture and industry. Protection is to be achieved 
by the conclusion of bilateral trade agreements with 
foreign countries. The Government hopes also to elab- 
orate bills for the distribution of public lands to small 
farmers, the limitation of large property holdings, the 
execution of public works, and the creation of a central 
bank. Finally, it intends to reform the fiscal system, 
with emphasis on progressive taxation. 

Source: Le Commerce du Levant, Beirut, Lebanon, Aug- 
ust 15, 1951. 


Lebanon’s Development Plans 


The Parliamentary Commission of Public Works in 
Lebanon has approved appropriations of LL 21 million 
(LL 2.2 = US$1) for the financing of 28 projects for 
irrigation and water supply. Since these projects have 
to be spread over a number of years, the Commission 
has recommended that priority be given to projects for 
the conduction and supply of drinking water and to 
projects on which work has already started, and that the 
work be fairly distributed among the various districts 
in the country. 

Source: Le Commerce du Levant, Beirut, Lebanon, Aug- 
ust 15, 1951. 


Turkish Foreign Trade 


Turkish foreign trade figures for the period August 
1950 through June 1951 show a favorable balance, in 
contrast to an unfavorable balance in the corresponding 
period in 1949-50. Exports for the 11 months ended 
June 1951 totaled US$286 million and imports were 
US$274 million. For the same period in 1949-50, exports 
were US$210.2 million and imports were US$230.2 mil- 
lion. 

Source: Turkish Information Office, News from Turkey, 
New York, N. Y., August 2, 1951. 


Oil Agreement in Iraq 

It was announced on August 13 that an oil agreement 
had been reached between the Government of Iraq, on the 
one hand, and the Iraqi Petroleum Company, the Basra 
Oil Company, and the Mosul Oil Company, on the other. 
The agreement provides that Iraq is to receive 50 per 
cent of the profits (before deduction of foreign taxes) 
derived by these companies from their operations in 
Iraq. Part of Iraq’s receipts will be in the form of 
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crude oil—25 per cent of the crude oil produced by the 
Iraqi Petroleum Company and the Mosul Oil Company, 
and 331% per cent of that produced by the Basra Oil 
Company. Iraq will be free to sell 124% per cent of 
these receipts as it wishes, and agrees to sell the remain- 
der to the Iraqi Petroleum Company at the prevailing 
international price at the seaport oil terminal without 
bearing transportation expenses. The remaining part 
of Iraq’s share of the profits of the oil companies will 
be collected in the form of a tax on profits. 

Minimum annual production of crude oil by 1955 is 
estimated at 22 million tons for the Iraqi Petroleum 
Company and the Mosul Oil Company, and 8 million 
tons for the Basra Oil Company. In view of the pre- 
vailing prices and costs of production, the average pay- 
ment to Iraq per ton of oil will be 3544 shillings in 1951 
and 1952, and 391% shillings in 1953 and thereafter. 
On the basis of these arrangements, Iraq’s revenues from 
oil will be approximately as follows: ID 15 million in 
1951; ID 23 million in 1952; ID 45 million in 1953; 
ID 52 million in 1954; ID 59 million in 1955. In addi- 
tion, the Iraqi Petroleum Company agrees to supply the 
government refinery with all the crude oil required for 
local consumption at 54% shillings per ton, and guaran- 
tees the Iraqi Government a minimum payment of 
ID 20 million during 1953 and 1954 and ID 25 million 
in 1955 and thereafter. If the companies are compelled 
to suspend production, they will pay the Government a 
minimum of ID 5 million a year for two years. 

The companies undertake to send at their own expense 
50 Iraqi students annually to British universities to study 
the oil industry, and they will also establish schools in 
Iraq to train Iraqi students in technical oil work. All 
employment of foreign personnel by the companies will 
be subject to the approval of the Ministry of Economy, 
and in all cases preference will be given to Iraqi nationals. 
The Government of Iraq will have some control over the 
operations of the oil companies through the appointment 
of a number of Iraqis to the Boards of Directors of all 
the companies. In the event that other Governments in 
neighboring countries conclude more favorable arrange- 
ments with oil companies, the Government of Iraq re- 
serves the right to reopen negotiations. 

The agreement will be presented to the Iraqi Parlia- 
ment for ratification and, if ratified, will be retroactive 
to January 1, 1951. 


Sources: Al Ahram, Cairo, Egypt, August 15, 1951; 
British Information Services, British Record, 
New York, N. Y., August 15, 1951. 


Iranian National Loan 

The Iranian Parliament approved on August 5 a 
bill to raise two billion rials from domestic sources 
(Rl 1 = US$0.031). The bill has now been sent to the 


Senate for confirmation. 


Source: Ettéla’at, Teheran, Iran, August 11, 1951. 





Far East 


India’s Cloth Export Quota 


Indian cotton mills will be allowed to export 25 per 
cent of their output in August and September instead of 
10 per cent as hitherto. The relaxation, however, is 
subject to the condition that coarse and medium cloth 
will not exceed 10 per cent of the total. The original 
restriction of cotton-mill exports to 10 per cent of output 
was made last April to increase the availability of cloth 
for domestic needs. The total export target for 1951 was 
fixed at 844 million yards; up to July, about 500 million 
yards had been exported. 

Source: The Journal of Commerce, New York, N. Y., 
August 21, 1951. 


Pakistan Jute 


In view of expectations of large supplies of raw jute 
for this season and more vigorous competition from 
cotton suppliers, prices of jute fiber have shown con- 
siderable weakness. Recently, offers from Pakistan have 
increased and, although prices have been irregular, sales 
have been made at as low as £150 per ton for mill firsts. 
The top price for this year was £250 per ton in April 
(see this News Survey, Vol. IV, p. 21). 

Source: The Financial Times, London, England, August 
13, 1951. 


Ceylon’s Tea Tax 


The tax of 25 cents per 100 pounds on tea exported 
from Ceylon has been increased to 30 cents, in order to 
raise funds for establishing an advisory service for small 
holders, who own about 60,000 acres out of a total of 
560,000 acres planted to tea. 


Source: Government of Ceylon Information Department, 


Ceylon News Letter, Colombo, Ceylon, August 
10, 1951. 


U.S. Wheat for Ceylon 


A first contract of 10,000 tons of U.S. wheat will be 
shipped to Ceylon shortly. The wheat is supplied under 
the International Wheat Agreement. A request for a 
reduction in the price of Australian wheat has been made 
by Ceylon authorities. 


Source: Ceylon News, Colombo, Ceylon, July 26, 1951. 


Abandonment of Tin Stabilization Plan in Malaya 


The Malayan Government has announced that it does 
not propose to pursue further the plan to establish a 
stabilization fund from a tax on production. Recent de- 
clines in the price of tin, without any corresponding re- 
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duction in costs, have been a cause of concern to marginal 
producers, whose ability to continue operations is 
threatened; and a reduction in their net receipts below 
current levels would be detrimental to production. 


Source: The Times, London, England, August 13, 1951. 


Allied Procurement Orders in Japan 


The special procurement orders placed in Japan be- 
tween the outbreak of the Korean war last year and June 
17 this year amounted to US$315 million, according to 
SCAP. Of this amount, US$222 million was for goods 
and US$93 million for services. Textiles, machinery, and 
metal manufactures each accounted for about one quarter 
of the total procurement for goods. The procurement 
for services was mainly repairs and maintenance, trans- 
portation, and construction. The total procurement for 
goods was about one fifth of the total export trade of 
that period. 

Source: Bank of Tokyo, Weekly Review of Economic 
Affairs in Japan, Tokyo, Japan, July 7, 1951. 


Proposed New Industries in the Philippines 


New industries proposed for the Philippines include a 
sulphur-dioxide-gas plant, a plastics plant, and an anti- 
biotic plant. The sulphur-dioxide-gas plant, whose cost 
is estimated at $1 million, has been approved by the 


- National Power Corporation; it will provide raw ma- 


terials for the fertilizer industry. The antibiotic plant, 
which will produce penicillin and streptomycin, is ex- 
pected to cost $4.2 million. The Philippine National 
Development Company recently submitted a plan for this 
plant to ECA, and will apply to the Export-Import Bank 
for a loan for the necessary capital requirements. 

Source: Department of Commerce, Foreign Commerce 


Weekly, Washington, D. C., August 20, 1951. 


United States 


Obstacles to U.S. Foreign Investment 


Export and import quotas are the most important 
factors limiting U.S. direct investment abroad, according 
to a recent survey by the National Industrial Conference 
Board. The survey covered the experience of more than 
1,000 branches and subsidiaries of U.S. firms abroad, 
which accounted for about 54 per cent of direct U.S. 
private foreign investment. Other important obstacles to 
investment abroad include U.S. double taxation of foreign 
investment, foreign restrictions on the remittance of earn- 
ings and on the movement of capital, labor problems, 
such as insufficient trained personnel, and the retarded 
economic development of many countries. 

To encourage investment abroad, the Board has rec- 
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ommended that U.S. tax laws be changed to increase the 

attractiveness of foreign investment, that convertibility of 

earnings be guaranteed by the U.S. Government, and that 

guarantees be established by foreign governments against 

expropriation and nationalization of U.S. plants abroad. 

Source: National Industrial Conference Board, Press Re- 
lease, New York, N. Y., August 20, 1951. 


Deferment of Steel Plant Expansion 
The National Production Authority (NPA) has an- 


nounced that allocations of steel for plant construction in 
the steel industry for the fourth quarter of 1951 have 
been reduced by more than 40 per cent. Over-all demand 
for structural steel in the fourth quarter had been esti- 
mated at 225 per cent of the available supply, and defense 
and non-defense allocations had to be adjusted to fit this 
supply. The reduction in allocations will not apply to 
construction of primary producing capacity but only to 
steel-processing facilities, such as rolling mills. NPA 
stated that the action is not to be interpreted as a can- 
cellation of the expansion plans of the industry, but only 
a deferment until sufficient quantities of structural steel 
are available. 


Source: The Journal of Commerce, New York, N. Y., 
August 21, 1951. 


U.S. Gross National Product 


U.S. gross national product reached an annual rate of 
$326 billion in the second quarter of 1951, according to 
a report by the Department of Commerce. This is an 
increase of $7 billion above the rate of the previous 
quarter and of $51 billion above the rate of the second 
quarter of 1950. 

The increase from the first to second quarters reflected 
mainly a rise of $7 billion in government purchases. Per- 
sonal consumption declined nearly $7 billion and new 
construction also was lower, while additions to business 
inventories were $5 billion larger and net foreign invest- 
ment rose from a negative $2.3 billion to a positive $0.5 
billion. 

Source: The Wall Street Journal, New York, N. Y., 
August 20, 1951. 


Latin America 
Export-Import Bank Loans to Mexico 


Developmental credits to Mexico totaling $56 million 
have been announced by the Export-Import Bank of 
Washington. One of the credits, for $51 million, will be 
used for the purchase of U.S. materials, equipment, and 
services for the improvement of the National Railways. 
While the National Railways operates mainly standard 
gauge lines, there are many miles of narrow gauge track, 
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a portion of which is to be broadened to standard gauge 
as part of the improvement program. A credit of $5 
million will be used by Ferrocarril Mexicano for the pur- 
chase of track materials to rebuild the line between Vera 
Cruz and Mexico City, in anticipation of a substantial 
traffic increase due to the rapid development of south- 
eastern Mexico. Both credits will bear interest at the 
rate of 344 per cent per annum and will be amortized in 
20 approximately equal semi-annual installments, the 
first of which is payable in June 1954. 

The authorization of these two credits brings to $92 
million the total authorized under the $150 million line of 
credit extended to Mexico in August 1950. Earlier credits 
were designed to assist in the development of Mexico’s 
irrigation program and in the expansion of a steel mill 
at Monclava. 

Source: The Export-Import Bank of Washington, Press 
Release, Washington, D. C., August 13, 1951. 


Export-Import Bank Loan to Ecuador 


The Export-Import Bank announced on July 20 that 
the Board of Directors had authorized a credit of $1 mil- 
lion to the Republic of Ecuador to assist in financing 
costs of improving and expanding the airport facilities 
of the capital city of Quito and the principal seaport, 


Guayaquil. The total costs of the two projects are esti- 
mated at $1.5 million. United States Flag Airlines, which 
is using the present facilities, will participate in financing 
the balance of the costs not covered by the Bank loan. 

The loan will be repaid in 10 years, with interest at 
31 per cent per annum. The Quito facilities now are 
inadequate to accommodate large planes used in inter- 
national air traffic. The proposed improvements and 
expansion will make it possible for such planes to land 
there and also will provide better terminal facilities. 
Guayaquil airport is already an important stopping point 
on the main line routes on the west coast to the principal 
South American cities, but it needs improved and extended 
landing strips, as well as expanded terminal facilities. 

It is expected that the Civil Aeronautics Administration 
of the U.S. Government, which has been collaborating 
with the Ecuadoran Government for the purpose of de- 
veloping technical facilities and procedures along ac- 
cepted international air navigation standards, will provide 
technical assistance in connection with the airport in- 
stallations to be financed under the Export-Import Bank 
credit. 


Source: The Export-Import Bank of Washington, Press 
Release, Washington, D. C., July 20, 1951. 


Recent Developments in Chilean Exchange Field 


The Chilean Government has become increasingly con- 
cerned with a sharp increase in the free market dollar 
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quotation, from around 70 pesos earlier in the year to 
over 90 pesos in recent weeks. The President of the Na- 
tional Foreign Trade Council notified the banks on July 
18 that the Council had adopted several measures to 
restrict imports from the dollar area. 


(1) A long list of goods which could previously be 
imported from the dollar area with dollars obtainable in 
the free market can, as of July 18, be purchased only in 
countries with which Chile has payments agreements. 
Goods for which letters of credit have already been 
opened may be imported notwithstanding the new regu- 
lation. (2) Exchange transactions for all goods which 
may still be purchased in the dollar area with exchange 
obtainable in the free market (Import Group A-1) may 
be completed only after the shipping documents have 
arrived in Chile; banks may no longer open letters of 
credit or transfer cash in advance for such goods, unless 
the banks can use their lines of credit with banks abroad. 
(3) The exchange rate applicable to the purchase of free 
exchange for imports from the dollar area will be that in 
effect at the time the sale of exchange is effected, after 
the shipping documents have been received in Chile. (4) 
Imports on consignment and operations involving the 
importation of capital in the form of merchandise are 
prohibited for Import Group A-l. (5) Exchange trans- 
actions in the free market pertaining to foreign trade 
transactions may be carried out only through the banks, 
and banks must report their exchange quotations daily 
for public information. (6) Banks may not purchase free 
market exchange for their own account. They may act 
only for the account of their principals and may charge 
the following commissions: 7% per cent for payment 
orders for imports; 1 per cent for documentary credits; 
4 per cent for invisible trade transactions. (7) The 
banks must report daily to the National Foreign Trade 
Council the free exchange transactions effected and the 
exchange rates applied. 


On August 19 the Chilean Government issued a new 
list of goods that can be imported only with exchange 
acquired from the sale of domestically-produced gold. 
This group includes such items as automobiles, refriger- 
ators, clocks and watches, liquor, radio sets, etc. Imports 
which are paid for by means of gold exports must be made 
on c.i.f. terms. The quotation for the dollar proceeds of 
such sales continues to be 135 pesos per dollar, the ceil- 
ing set by the National Foreign Trade Council, and such 
exchange continues to be very scarce. 


Sources: El Mercurio, Santiago, Chile, July 19 and 20, 
1951; The Journal of Commerce, New York, 
N. Y., August 20, 1951. 


Uruguayan Trade and Payments Agreements 


A one-year agreement concluded between the Bank of 
Greece and the Bank of the Republic of Uruguay, which 
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became effective on May 25, established a clearing ac- 
count for the settlement of payments arising from bilateral 
trade between the two countries. No commodity lists or 
export-import quotas are provided, and the types of 
products that offer export possibilities on either side are 
merely suggested in a statement issued by the Greek 
Ministry of Commerce concurrently with the announce- 
ment of the signing of the agreement. 

There is no provision for a credit margin. The under- 
standing is that the clearing account will be primed by 
funds to be generated through initial Greek exports to 
Uruguay. Thus, the clearing account must always show 
a credit balance in favor of Greece, and no exports from 
Uruguay to Greece will be authorized unless funds are 
available to pay for them. An upper limit of $1 million 
is placed on the clearing account to limit trade in either 
direction to the value of this figure. Exports of un- 
scoured wool are to be authorized only against payment 
in free dollar exchange. Compensation transactions are 
permitted only for goods of equal or comparable economic 
importance. 

A trade agreement between Uruguay and Israel was 
signed at the end of June, whereby Uruguay is to supply 
Israel with a minimum of 20,000 tons of canned meats, 
at a rate of 1,500 tons quarterly. At the same time, 
Uruguay is to facilitate imports from Israel equal in 
value to at least 20 per cent of meats exported. 

Sources: Hispano Americano, Mexico, D. F., July 20, 
1951; Department of Commerce, Foreign Com- 
merce Weekly, Washington, D. C., August 6, 
1951. 


Corrigendum 


Volume IV, No. 7, August 17, 1951, p. 51, item 
“Danish Prices and Wages,” line 2 should read: 
“... was 366 (1914 = 100)...” 
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